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INTRODUCTION 
                       FDI is defined as investment 
in a foreign country through the acquisition 
of a local company or the establishment 
there of an operation on a new site. To put in 
simple words, FDI refers to capital inflows 
from abroad that is invested in or to enhance 
the production capacity of the economy.   
Foreign Investment in India is governed by 
the FDI policy announced by the 
Government of India and the provision of 
the Foreign Exchange Management Act 
(FEMA) 1999. The Reserve Bank of India 
(‘RBI’) in this regard had issued a 
notification, which contains the Foreign 
Exchange Management (Transfer or issue of 
security by a person resident outside India) 
Regulations, 2000. This notification has 
been amended from time to time. 
                  The Ministry of Commerce and 
Industry, Government of India is the nodal 
agency for motoring and reviewing the FDI 
policy on continued basis and changes in 
sectoral policy/ sectoral equity cap. The FDI 
policy is notified through Press Notes by the 
Secretariat for Industrial Assistance (SIA), 
Department of Industrial Policy and 
Promotion (DIPP). 
                  The foreign investors are free to 
invest in India, except few sectors/activities, 
where prior     approval from the RBI or 
Foreign Investment Promotion Board 
(‘FIPB’) would be required. 
 
DEFINITION OF RETAIL 
                   In 2004, The High Court of 
Delhi defined the term ‘retail’ as a sale for 
final consumption in contrast to a sale for 
further sale or processing (i.e. wholesale) a 
sale to the ultimate consumer.  
                  Thus, retailing can be said to be 
the interface between the producer and the 
individual consumer buying for personal 
consumption. This excludes direct interface 
between the manufacturer and institutional 
buyers such as the government and other 
bulk customers retailing is the last link that 
connects the individual consumer with the 
manufacturing and distribution chain. A 
retailer is involved in the act of selling 
goods to the individual consumer at a 
margin of profit. 
FDI POLICY REGARDING TO 
RETAILING IN INDIA 
                    It will be prudent to look into 
Press Note 4 of 2006 issued by DIPP and 
consolidated FDI Policy issued in October 
2010 which provide the sector specific 
guidelines for FDI with regard to the 
conduct of trading activities. 
A. FDI up to 100% for cash and carry 
wholesale trading and export trading 
allowed under the automatic route. 
B. FDI up to 51 % with prior Government 
approval (i.e. FIPB) for retail trade of 
‘Single Brand’ products, subject to Press 
Note 3 (2006 Series) 
C. FDI is not permitted in Multi Brand 
Retailing in India. 
 
ADVANTAGES OF FDI IN RETAIL 
SECTOR IN INDIA 
1. Growth in economy:  Due to coming of 
foreign companies’ new infrastructure 
will be build, thus real estate sector will 
grow consequently banking sector, as 
money need to be required to build 
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infrastructure would be provided by 
banks.  
2. Job opportunities:  Estimates shows that 
this will create about 80Lakh jobs. These 
career opportunities will be created 
mostly in retail, real estate. But it will 
create positive impact on others sectors 
as well.  
3. Benefits to farmers: In most cases, in the 
retailing business, the intermediaries 
have dominated the interface between 
the manufacturers or producers and the 
consumers. Hence the farmers and 
manufacturers lose their actual share of 
profit margin as the lion’s share is eaten 
up by the middle men. This issue can be 
resolved by FDI, as farmers might get 
contract farming where they will supply 
to a retailer based upon demand and will 
get good cash for that, they need not to 
search for buyers.  
4. Better choices of products to consumers:  
Consumer will get variety of products at 
low prices compared to market rates, and 
will have more choice to get 
international brands at one place. Variety 
of brands will be easily available in the 
market like retail wall marts.  
5.  Competitive prices:  Due the foreign 
direct investment in retail marketing 
competitive environment takes place and 
competitive pricing policy will be 
definitely benefited to the consumers.  
For the purpose of survival in 
competitive age it need of time to 
Improvement in the quality of the 
products and higher amount of value 
added products and it automatically 
positive impact for providing quality in 
service and product.  
6. Sufficient infrastructure in the retailing 
chain:  It is one of the common issues in 
India for years which have led the 
process to an incompetent market 
mechanism. For example, in spite of 
India being one of the largest producers 
of vegetables and fruits, lack of proper 
count of cold storages has significantly 
affected the selling of these perishable 
items. FDI might help India overcome 
such issues by channelizing the 
resources in the right manner.  
7. Efficient public distribution system:  In 
the last years, the Public distribution 
system is proved to be significantly 
ineffective. In spite of the fact that the 
government arranged for subsidies, the 
food inflation has caused its negative 
impact continuously and it can be 
handled by FDI.  
8. Expected experience & skills would 
provide confidence: Huge capital 
investment, Skilled, trained and 
experienced human resource will 
provide good hospitality as well as 
service to their consumers. It provides 
confidence and guarantee to the 
consumers.  
9. Improve productivity and consolidation 
of the business:  high productivity in 
product takes place avoid wastage of 
material and optimum use of factors of 
production. 
10. Stock turnover ratio: Limited period of 
turnover in stock, will automatically 
fresh products consumption takes place.  
11.  Government/Industry. By Accepting 
FDI in retail sector larger financial 
resources for investment in the retail 
sector. Indian products Quality and 
standards and productivity will improve. 
These Indian products can be exported 
more easily. Export quality products 
easily capture international market and 
foreign currency will be increase.  
12. Infrastructural facility in the retail 
sector:  There has been a lack of 
investment in the logistics of the retail 
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chain, leading to an inefficient market 
mechanism. This gap will be filling by 
the way of FDI in Indian retail 
marketing. 
 
 
DISADVANTAGES OF FDI IN RETAIL 
SECTOR IN INDIA 
                          The foreign retailers want 
an entry route to rewarding and high 
potential market in India and their 
Counterparts in India want financial 
assistance, which would come in 
abundance with FDI. While many 
countries with lesser potential and 
knowledge have dealt with FDI 
efficiently 
 India has taken a back seat due to the 
following reasons: 
1.  Global retailers will be a threat the local 
‘kirana’ industry: FDI in retail sector 
oppose the same on various grounds, 
like, that the entry of large global 
retailers such as Wal-Mart would kill 
local shops and millions of jobs, since 
the unorganized retail sector employs an 
enormous percentage of Indian 
population after the agriculture sector.  
2.  FDI in retail could lead to millions of job 
losses:  It would lead to unfair 
competition and ultimately result in 
large-scale exit of domestic retailers, 
especially the small family managed 
outlets, leading to large scale 
displacement of persons employed in the 
retail sector. Further, as the 
manufacturing sector has not been 
growing fast enough, the persons 
displaced from the retail sector would 
not be absorbed there. 
3.  Global retailers will put pressure on 
farmers and suppliers:  The global 
retailers would conspire and exercise 
monopolistic power to raise prices and 
monopolistic (big buying) power to 
reduce the prices received by the 
suppliers and also the Global retailers 
pricing policies will lead to monopolies 
and harm the consumer. 
4.  High presser on big cities:  Global 
retailers will trigger growth in cities, 
causing skewed urban development.  It 
would lead to asymmetrical growth in 
cities, causing discontent and social 
tension elsewhere  
5.  Revenue to foreign country:       
According to the non-government cult, 
FDI will drain out the country’s share of 
revenue to foreign countries which may 
cause negative impact on India’s overall 
economy.  
6.  The domestic organized retail sector 
might not be competitive enough to 
tackle international players and might 
lose its market share. 
 
CHALLENGES FOR FDI IN RETAIL 
MARKETING  
1. Infrastructure 
                      There has been a lack of 
investment in the logistics of the retail 
chain, leading to an inefficient market 
mechanism. Though India is the second 
largest producer of fruits and vegetables 
(about 180 million MT), it has a very 
limited integrated cold-chain 
infrastructure, with only 5386 stand-
alone cold storages, having a total 
capacity of 23.6 million MT. , 80% of 
this  is used only for potatoes. The chain 
is highly fragmented and hence, 
perishable horticultural commodities 
find it difficult to link to distant markets, 
including overseas markets, round the 
year.  Storage infrastructure is necessary 
for carrying over the agricultural 
produce from production periods to the 
rest of the year and to prevent distress 
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sales.  Lack of adequate storage facilities 
affects heavy loss to farmers in terms of 
wastage in quality and quantity of 
agricultural produce.  
2. Intermediaries dominate the value chain 
  Intermediaries often flout mandi norms and 
their pricing lacks transparency.  
Wholesale regulated markets, governed 
by State APMC Acts, have developed a 
monopolistic and non-transparent 
character.  According to some reports, 
Indian farmers realize only 1/3rd of the 
total price paid by the final consumer, as 
against 2/3rd by farmers in nations with a 
higher share of organized retail.    
3. Improper Public Distribution System 
(“PDS”) 
           There is a big question mark on the 
efficacy of the public procurement and 
PDS set-up and the bill on food 
subsidies is rising.  In spite of such 
heavy subsidies, overall food based 
inflation has been a matter of great 
concern.  The absence of a ‘farm-to-
fork’ retail supply system has led to the 
ultimate customers paying a premium 
for shortages and a charge for wastages.   
4.  No Global Reach: 
           The Micro Small & Medium 
Enterprises (“MSME”) sector has also 
suffered due to lack of branding and lack 
of avenues to reach out to the vast world 
markets.  While India has continued to 
provide emphasis on the development of 
MSME sector, the share of unorganized 
sector in overall manufacturing has 
declined from 34.5% in 1999-2000 to 
30.3% in 2007-08. This has largely been 
due to the inability of this sector to 
access latest technology and improve its 
marketing interface. 
CONCLUSION 
                           It is concluded that there 
are some loopholes and puzzles of words in 
the FDI policy in retail market that can be 
used by the foreign trade corporation for 
their advantage. There is no doubt that these 
government rules will be hugely overlooked 
by the trade corporations. Basically trade 
corporations are about to force their entry 
into the Indian retail market with the sheer 
use of money then who can assure that they 
won’t violate with the use of money power. 
UPA government’s is thinking about giving 
green signal to the FDI in retail market but 
no one can prove it right decision.  On the 
other hand UPA government is under the 
pressure of rising prices. FDI in retail 
market is not solution to control the rising 
prices. Strengthening of public distribution 
system and with some government attention 
towards the investment and production can 
definitely put a check on the rising prices. 
Indians, especially the tradesmen neither 
will accept the foreign direct investment in 
the Indian retail market nor they will allow 
the foreign trade corporations to enter into 
the Indian market. 
                     Another concern is that the 
Indian retail sector, particularly organized 
retail, is still under-developed and in a 
nascent stage and that, therefore, it is 
important that the domestic retail sector is 
allowed to grow and consolidate first, before 
opening this sector to foreign investors.  
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